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IBRD Loan to Honduras 


The International Bank for Reconstruction and Devel- 
opment, on December 22, 1955, made a loan of $4.2 mil- 
lion to Honduras to enable a highway maintenance organ- 
ization to be set up and to begin operations. The loan 
will also finance preliminary engineering studies for the 
improvement and new construction of various sections of 
two important trunk roads in Honduras, the Northern 
and Western Highways. 


The Bank of America of San Francisco, the American 
Security and Trust Company of Washington, D.C., and 
the Whitney National Bank of New Orleans are partici- 
pating in the loag, without the World Bank’s guarantee, 
to the extent of $872,000 of the first five maturities, fall- 
ing due from December 1, 


1959. 


1957 through December 1, 





IFC Membership 


The United Kingdom has completed the action neces- 
sary for membership in the International Finance Corpo 
ration, the proposed new affiliate of the World Bank. In 
the past fortnight three other countries, Australia, Costa 
Rica, and Mexico, have also deposited Instruments of 
Acceptance of the new Corporation. Including the five 
countries previously announced, Canada, Egypt, Ecuador, 
Iceland, and the United States (see this News Survey, Vol. 
VIII, p. 206), nine countries have now adhered to the new 
Their subscriptions _ total 
$56,761,000, or three quarters of the minimum capital 


Corporation. prospective 
required. Thirty-eight other member countries of the 
Bank have expressed their intention to join. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
January 10, 1956. 


Europe 


Sterling Area Reserves 


The gold and dollar reserves of the sterling area fell 
by $163 million, to $2,120 million, in December. The 
annual payment of interest and principal on the U.S. 
and Canadian loans absorbed $188 million. A further 
$7 million was paid to EPU in settlement of the Novem- 
ber deficit, and $2 million was paid to EPU bilateral 
creditors. Receipts of U.S. defense aid in December 


The Government of Honduras has decided to embark on 
a comprehensive program to improve the country’s high- 
ways. It is estimated that the cost of this program will 
be the equivalent of about $8 million. Of this total, $4.2 
million, the amount borrowed from the World Bank, will 
be needed in foreign exchange, to pay for imported 
equipment, materials, and consultants’ fees. 

This is the Bank’s first loan to Honduras. The loan is 
for nine years, with interest of 444 per cent, including the 
1 per cent statutory commission charged by the Bank. 
Amortization will begin on December 1, 1957 and is to 
be paid in semiannual installments, the last being pay- 
able on December 1, 1964. 


Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
December 22, 1955. 


totaled $5 million. The residual gold and dollar balance, 
therefore, amounted to a surplus of $29 million, which 
compares with surpluses of $18 million in November and 
$31 million in October. This residual balance had shown 
average monthly deficits of $43 million in the first quar- 
ter of 1955, $25 million in the second quarter, and 
$75 million in the third quarter. The Times suggests that 
the small surplus in the fourth quarter, together with the 
strengthening of sterling in recent weeks, holds out hope 
of an improvement in the underlying trend of sterling 
area payments with the dollar area and with the rest of 
the world outside Western Europe. 


The sterling area’s payments position with OEEC coun- 
tries has not been encouraging in recent months. Recent 
movements of European exchange rates suggest that, 
after the considerable covering of “bear” positions in 
sterling during the autumn, sterling may have begun to 
lose ground again in December. The recurrence of an- 
other deficit (estimated at £11 million) with EPU in 
December may also indicate that the trade balance of the 
United Kingdom and other sterling countries with West- 
ern Europe is not yet satisfactory. 


Source: The Times, London, England, January 5, 1956. 


U.K. Bank Advances 


Aggregate advances of all banks in the United King- 
dom declined by £234.5 million, to £1,980.6 million, in 
the quarter ended November 16. This is the first decline 
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in a full quarter since the corresponding period of 1953, 
and the largest quarterly movement, up or down, ever 
recorded. It compares with a rise of £22.2 million in the 
corresponding quarter of 1954. The contraction was due 
mainly to the repayment of £125.6 million by public util- 
ities; their indebtedness fell from a peak of £207 million 
in August to £81.4 million in November—the lowest in 
over two years. Local authorities reduced their borrow- 
ing during the quarter by £11.1 million, to £83 million. 
Advances to the private sector fell by £97.8 million, to 
£1.816.2 million. 

The largest decline in private advances was £33.9 mil- 
lion in the personal and professional group. Loans to 
stockbrokers declined by £5.4 million (38 per cent), to 
hire-purchase finance companies by £8.2 million (18 per 
cent), and to “other financial” borrowers by £7.3 mil- 
lion. Retail trade repaid £5.4 million, and unclassifiable 
industry and trade repaid £11 million. Among industrial 
borrowers, loans to textile traders were reduced by £21.8 
million (20 per cent). 

Food, drink, and tobacco, one of the groups leaning 
most heavily on the banks, increased its borrowing (partly 
seasonally) by £14.1 million, to £168.3 million—the sec- 
ond highest figure recorded. The engineering group bor- 
rowed an additional £0.7 million. Iron, steel, and allied 
trades increased their borrowing by £2.8 million, and 
shipping and shipbuilding by £1 million. 

Source: The Financial Times, London, England, Decem- 
ber 13, 1955. 


Introduction of Free Gold Market in Belgium-Luxembourg 


As of January 1, 1956, restrictions on gold transac- 
tions have been lifted within the BLEU. Imports to, and 
exports from, Belgium-Luxembourg of monetary gold as 
well as transactions in monetary gold between residents or 
between residents and nonresidents are permitted. Pay- 
ments for international transactions in gold will have to 
be made in banknotes or through the existing free foreign 
exchange market. The rate of the “free” dollar is at 
present only very slightly above the official rate. 

The liberalization of the gold market has been a fur- 
ther step toward the convertibility of the Belgian and 
Luxembourg francs. By a series of measures taken during 
the past year to free capital transactions and channel them 
through a free market (see this News Survey, Vol. VIII, 
p. 119), and through the establishment of a free gold 
market, Belgium and Luxembourg have now restored 
complete freedom for capital transactions in foreign ex- 
change and in gold. 

Private gold deals had been prohibited in Belgium since 
March 1935, but a “grey” market had been tolerated. 
The new rules are not likely to result in a basic change 
in market conditions but will rather legalize the previous 
existing situation. Since Belgium and Switzerland now 
have a similar regime with regard to gold transactions, it 
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is assumed that arbitrage between the two countries will 

develop. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January | and 3, 1956. 


Netherlands Capital Market in 1955 


Activity in the Netherlands capital market in 1955 was 
significantly greater than in previous years. New bond 
issues offered to the public amounted to f. 1,010 million 
(US$263 million), against f. 528 million in 1954 and 
f. 647 million in 1953. Of the bond issues in 1955, 56 per 
cent was for account of the Government and 28 per cent 
for foreign account. Share issues in 1955 totaled f. 417 
million ($110 million). This was also far larger than in 
either 1954 (f. 77 million) or 1953 (f. 30 million). One 
large electrical concern accounted for about 70 per cent 
of the new shares marketed in 1955. 

Source: De Twentsche Bank N.V., Weekbericht, Amster- 
dam, Netherlands, December 23, 1955. 


Norwegian Credit Policy 


A letter from the Bank of Norway to the private banks 
in Norway states that the achievements in the credit field 
as a result of the measures taken in February 1955 (see 
this News Survey, Vol. VII, p. 263) have not brought 
about sufficient balance in either the domestic economy of 
Norway or in its international transactions. Therefore, 
after negotiations with the credit institutions, the Bank 
of Norway has formulated new recommendations for the 
banks in regard to credit extension. The objective is to 
prevent total bank credit in 1956 and in 1957 from ex- 
ceeding the 1955 total. It is generally assumed that any 
increase in deposits should not lead to any new extension 
of credit, the commercial banks investing such funds in 
Treasury bills or short-term government or government- 
guaranteed bonds. Also, it is assumed that the savings 
banks will use at least half of any increase in their de- 
posits for the purchase of government bonds; and that 
both types of bank will reinvest in new honds any, pro: 
ceeds from matured government bonds. 

The Ministry of Finance and the Association of Life 
Insurance Companies have agreed that purchases of 
bonds by insurance companies in 1956 will be at least 
NKr 75 million, and that total purchases in 1956 and 
1957 will be NKr 225 million. Two types of bond will be 
offered: a 41% per cent 35-year bond, and a 20-year bond 
with an interest rate which will be 4% per cent above the 
Bank of Norway’s discount rate but not less than 4 per 
cent. Before the end of 1957, the companies will increase 
their total holdings of government and of government- 
guaranteed bonds by at least NKr 200 million above their 
holdings as of November 1, 1955. 

In October 1955 the Government had announced that 
it intended to introduce a bill providing an imcreased 
incentive for the banks to buy government, bonds, and a 
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bill making it obligatory for life insurance companies and 
pension funds to invest a certain share of their assets in 
government bonds (see this News Survey, Vol. VIII, 
p. 144). However, the Minister has now declared that 
these bills will not be introduced if the new recommenda- 
tions are carried out. 

In addition to preventing further expansion of credit, 
the new arrangements will make it possible for the state 
banks to obtain the funds, estimated at NKr 1,050 mil- 
lion, that they will need in 1956 and 1957 to maintain 
the scale of operations fixed by the Government and the 
Parliament. Also, the new measures will limit the credit- 
financed demand for goods and services and will con- 
tribute toward easing pressures on the balance of pay- 
ments and on the domestic price level. 

In announcing the new measures, the Governor of the 
Bank of Norway declared that the Bank of Norway’s 
discount rate would not be raised during the next two 
years. 


Source: Norges Handels og Sjefartstidende, Oslo, Nor- 
way, December 21, 1955. 


Finnish Deposit Rates 


The Finnish banking institutions decided in December 
that, beginning January 1, 1956, the maximum interest 
rate for time deposits would be lowered from 6 per cent 
to 5%4 per cent. Other interest rates are to remain un- 
changed: a maximum of 1 per cent for demand deposits 
in commercial banks and of 1 per cent for such deposits 
in other banking institutions. The maximum lending rate 
is 8 per cent. 

Source: Svenska Dagbladet, Stockholm, Sweden, Decem- 
ber 22, 1955. 


Expansion of Wes! German Foreign Trade 


According to a report issued by the Federal Statistical 
Office, the value of West German imports increased from 
DM 19.3 billion in 1954 to at least DM 24 billion in 1955. 
Exports increased from DM 22 billion to more than 
DM 25 billion. The value of total foreign trade in 1955 
will therefore be approximately 20 per cent greater than 
in the preceding year. The value of foreign trade, which 
in 1936 had been equal to one fifth of national product. 
and in 1953 to more than one quarter of national prod- 
wet, amounted in 1955 to approximately one third of 
national product. Both exports and imports have ex- 
panded, as was expected; the full utilization of productive 
capacity has led to a considerable increase of imports in 
conjunction with increased internal demand and liberal- 
ization. The terms of trade have, however, become some- 
what less favorable, temporary increases in raw material 
prices and higher freight costs being reflected in the 
increased value of imports. The increase in exports is 
more remarkable, in view of the increasing competition in 


world markets and the attraction of expanding domestic 
demand. The trade balance is expected to show a surplus 
of approximately DM 1 billion, compared with DM 2.7 
billion in the previous year, and there will also probably 
be a balance of payments surplus in 1955. 


Source: Frankjurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, December 27, 1955. 


West German Exports to Israel 


Dr. F. H. Shinnar, head of the Israeli mission to the 
Federal Republic of Germany, has stated that negotiations 
regarding the commodity list for the fifth fiscal year of 
the Restitution Agreement will begin in the near future. 
According to him, the Federal Republic will make use of 
the option under Article 3 of the Agreement and will 
reduce the annual deliveries from DM 310 million to 
DM 250 million, as it has done in previous years: : Also; 
products of the chemical industry will no longer be pur- 
chased outside Germany, while less steel, iron, and non- 
ferrous metals will be delivered to Israel; on the other 
hand, shipments of steel products to Israel will be in- 
creased by DM 10 million. The Israeli mission has sug- 
gested that, as before, DM 75 million be set aside for 
deliveries of oil via Great Britain. Preference for the 
placement of orders with the industries of West Berlin 
will continue to be given in 1956. 

As to the general foreign trade relations between Israel 
and the Federal Republic, it was pointed out that ap- 
proximately 300,000 cases of citrus fruit were exported 
from Israel to the Federal Republic in the year 1954-55, 
and that agricultural exports, totaling an estimated DM 20 
million, will be sold to the Federal Republic in 1955-56. 
The proceeds from these sales will be utilized for addi- 
tional purchases in the Federal Republic. 

Source: Handelsblati, Diisseldorf, 
ber 12, 1955. 


Germany, Decem- 


West German Trade and Payments Agreements 


Negotiations for renewal of the West German-Japanese 
trade agreement have been broken off; according to 
reports from Tokyo, the German delegation was willing 
to make only such concessions as were granted by the 
Federal Government to other non-OEEC countries. Re- 
ports from Bonn indicate that the Japanese delegation 
rejected the German proposal to settle Japanese pay- 
ments arrears, amounting to about $13 million, by supply- 
ing two thirds in goods and one third in cash payments, 
and insisted upon settlement of the outstanding arrears 
by deliveries of goods only. (Japan and West Germany 
have recently concluded a payments agreement providing 
for payments in partly convertible deutsche marks or 
transferable pounds. ) 

Because the payments arrears of Argentina toward 
West Germany have passed the swing limit of $12 mil- 
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lion, the Bank deutscher Lander has stopped payments to 
German exporters of proceeds from sales to Argentina, 
and has initiated the “waiting” procedure similar to that 
followed in making payments in respect of exports to 
Turkey. The Argentine Government has therefore stopped 
issuing import licenses to importers for purchases in 
Germany. 

The Lebanese Government has announced its decision 
to cancel the trade agreement with West Germany, claim 
ing that the Bonn Government has not applied the most 
favored-nation clause to Lebanese textile products. 

Rumania and the Federal Republic of Germany have 
signed a trade protocol for 1956 which provides for an 
exchange of goods worth $30 million in either direction 
during 1956. This is the same amount as was stipulated 
in the 1955 agreement, although in that year trade be- 
tween the two countries reached only about $7 million 
each way. Discussions concerning payments arrange- 
ments were still to be completed. The West German Gov- 
ernment has announced that it agrees to the setting up of 
an office of the Eastern Trade Committee of German In- 
dustry in Bucharest. This would be the first West Ger- 
man mission located in the East European Soviet bloc; 
permission by the Rumanian authorities for this mission 
was granted in the summer of 1955. 


Sources: Handelsblatt, Diisseldorf, Germany, December 2 
and 19, 1955; Frankfurter Allgemeine Zeitung, 
Frankfurt am Main, Germany, December 3, 
1955; The Journal of Commerce, New York. 
N.Y., January 9, 1956. 


Turkey's Economic Policies 


In discussing the new Turkish Government's economic 
program before the Grand National Assembly on Decem- 
ber 14, the Prime Minister, Mr. A. Menderes, stated that 
the basic economic principles and objectives of the fourth 
administration of the Democratic Party remain the same 
as those set forth by the first Democratic Government in 
1950. He summarized those principles and objectives as 
follows: Agriculture constitutes the basis of the Turkish 
economy and other sectors benefit from agricultural ex- 
pansion. Farm output should be encouraged by modern 
methods of cultivation, adequate credit to farmers, and 
a policy of stable and satisfactory agricultural prices. 
Parallel with measures directly concerned with agricul- 
tural expansion, other measures should be taken to im- 
prove and develop transportation, communications, and 
port facilities. 

In order to complete Turkey's economic development, 
public investment outlay should be as high as possible. 
However, account should also be taken of the need for 
other expenditure, and the public budgets should be in 
harmony with actual economic possibilities and should 
be balanced. In any event, development projects already 
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under construction will be completed without delay. 
Private economic initiative should be encouraged and 
spared from harmful government interference. Accumu- 
lation of private capital should be encouraged but, at the 
same time, it should be channeled to productive uses. 

The Prime Minister also stated that the great economic 
efforts made since 1950 have borne fruit from every 
standpoint but they have also caused certain hardships 
and difficulties. To eliminate the latter all necessary 
measures will be taken; larger foreign exchange alloca- 
tions will be made for imports of essential consumer 
goods and raw materials, and steps will be taken to sup- 
press black marketing and hoarding. 


In view of the constant growth of private enterprise in 
Turkey, the Government is convinced of the need to sub- 
stitute a Ministry of Industry and Mines for the present 
Ministry of Economic Exploitation. The creation of a 
new Ministry of Energy is also under consideration, and 
steps will be taken to improve and reform the admin- 
istration. 

Source: Le Journal d’Orient, Istanbul, Turkey, Decem- 
ber 15, 1955, 


Turkish Foreign Indebtedness 


Turkey’s total foreign indebtedness is estimated at the 
equivalent of nearly US$800 million. Long-term debts, 
amounting to between $300 million and $320 million, 
consist primarily of some $150 million of investment 
credits (utilized for various development projects), $85 
million of U.S. aid granted in the form of 35-year loans, 
$63 million of IBRD credits, and Export-Import Bank 
credits and armament loans from Great Britain and 
France amounting to between $10 million and $15 mil- 
lion. Short-term debts are set at about $435 million, of 
which some $150 million represents imports effected on 
credit, $150-160 million commercial arrears, i.e., out- 
standing debts of Turkish importers to foreign suppliers 
in connection with both licensed and unlicensed imports, 
and $125 million EPU credits and loans against gold 
collateral. 


Source: Le Journal d’Orient, Istanbul, Turkey, Decem- 
ber 21, 1955. 


Middle East 
U.S. Wheat for Egypt 


The U.S. Embassy in Cairo has announced the conclu- 
sion of an agreement with the Egyptian Government, 
under which the United States will supply Egypt with 
80,000 tons of wheat, valued at US$5.6 million. Payment 
will be made in Egyptian pounds, which will be used for 
economic development in Egypt. Sales under the agree- 
ment will be made by U.S. private traders. 
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The Egyptian wheat crop this year was slightly less 
than last year. Local consumption is estimated at 780,000 
tons and total supplies held are approximately 450,000 
tons. Thus, it has been decided to supplement local sup- 
plies by importing some 360,000 tons, and tenders have 
been called for from the United States, Canada, Aus- 
tralia, France, Argentina, the U.S.S.R., and Mainland 
China. 

Sources: The Journal of Commerce, New York, N.Y., 
December 15, 1955; Al Ahram, Cairo, Egypt, 
December 16, 1955; Barclays Bank D.C.O.. 
Overseas Review, London, England, Decem- 


ber 1955. 


Phosphate Production in Jordan 


The Jordan Phosphate Mines Company, in which the 
Jordanian Government holds a considerable capital in- 
terest, has decided to spend JD 60,000 (US$168,000) for 
the purchase of equipment and material to increase the 
productive capacity of its plant to 250,000 tons. Phos- 
phate production in 1955 totaled over 160,000 tons. 
Source: Le Commerce du Levant, Beirut, Lebanon, De- 


cember 10, 1955. 


U.S. Assistance to Jordan 


An agreement signed recently in Amman between the 
Jordanian Government and the U.S. International Co- 
operation Administration (ICA) provides for economic 
and technical assistance amounting to US$2,265,000 for 
the fiscal year ending June 1956. The Jordanian Gov- 
ernment participation will be of the order of JD 25,000 
(US$70,000) from the state budget. A further JD 25,000 
will be added in settlement of cereal imports into Jordan 
from the United States during 1952. Of the total amount, 
$1,087,000 will be put in a cash account for the execution 
of the development projects prepared by the Ministries of 
Education, Economy, Finance, Health, and Agriculture. 
The remaining part is earmarked for the expenses of the 
Point Four Administration in Jordan and for educational 
and other expenses by Jordanian students in Beirut and 
in the United States. 


By another agreement between the Jordanian Govern- 
ment and ICA, the latter has earmarked $100,000 for the 
importation of equipment and machinery needed by small 
industries in Jordan. 


Source: Le Commerce du Levant, Beirut, Lebanon, De- 


cember 10, 1955. 


Far East 
Indian Import Program 


The Indian import program for the first half of 1956 
retains the basic structure of the previous licensing period, 


but advantage has been taken of the increase in India’s 
industrial output, and the expected diminution of govern- 
ment food imports, to save foreign exchange on some 
items in order to make available larger resources for im- 
ports of machinery and industrial raw materials, including 
cotton, jute, and petroleum, to sustain the rising tempo 
of industrialization. Special provision has been made for 
the requirements of small industries by increasing import 
quotas for certain small tools, including milling and gear 
cutters, reamers, and twist drills. It is proposed to permit 
the import of special types of 3-10 h.p. electric motors 
required for agricultural purposes. Facilities are provided 
for slightly increased imports of cans, cycles, packing and 
wrapping paper, and mutton tallow. 


Import quotas have been reduced, on the basis of es- 
timated increases in the domestic output, for buttons, 
pruning knives, miscellaneous hardware, wire mesh and 
wire netting, textile preservatives, textile finishing oils, 
certain types of coal tar dyes, water meters, socks and 
stockings, certain drugs, medicines, and chemicals, and 
fluorescent tubes. Although some consumer items, such as 
powdered milk, tobacco, manufactured cigars, apparel, 
and hosiery have been removed from the liberal licensing 


list, adequate provision for their importation on a quota 
basis has been made. 


In a few cases, it is proposed to allow soft currency 
licenses to be used to a certain extent for imports from 
the dollar area of quality goods at competitive prices. The 
main items of which dollar area imports have been per- 
mitted are certain varieties of boards, milk foods, elec- 
trodes, and diesel engines of more than 30 h.p. The 
review of import policy has also resulted in a few minor 
changes in the open general licenses. 


Caustic soda and sodium bicarbonate have been added 
to the list of items the import of which is to be directed 
through channels to be determined by the Government. 
For the convenience of trade, the “basic period” for the 
determination of licensed quantities has been extended to 
include 1954-55 in respect of 135 items, including woolen 
fabrics, refrigerators, sanitary ware, motor vehicle parts, 
and old newspapers. 


The Ministry of Commerce and Industry expects that 
India’s export earnings in the first half of 1956 will 
amount to Rs 2.9 billion (US$609 million), and that 
imports will amount to Rs 3.6 billion ($756 million), 
compared with Rs 3.2 billion ($672 million) in the first 
half of 1955. India’s payments position vis-a-vis the hard 
currency area has been improving during the past 18 
months, and this favorable trend is expected to continue 
during the first half of 1956. 


Sources: The Times of India, Bombay, India, Decem- 
ber 31, 1955; The Financial Times, London, 
England, December 31, 1955; Embassy of India, 
Indiagram, Washington, D. C., January 5, 1956. 
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Indian Tax Rebate on Travel Costs 


The Government of India has announced income tax 
concessions for non-Indian employees on the cost of 
voyages to and from India in connection with their home 
leave. To earn the concession for the first time, the 
employee must have completed at least 42 months’ service 
in India, and 30 months must have elapsed since the date 
of last home leave. In the case of 25 years’ service, 
exemption from tax will be granted in respect of four 
sets of passages. The concessions apply to passage for 
the employee, his wife, and two children under 12 years 
of age. 


Source: The Financial Times, London, England, Decem- 
ber 2, 1955. 


Ceylon Government Participation in Private Industries 


In pursuance of the industrial policy of aid to the 
private sector of the economy, the Ceylon Government 
is participating in investment in three new manufacturing 
industries. It will invest Rs 150,000 and bear the cost 
of the acquisition of land for a kaolin factory. The 
factory will have a total capital of Rs 550,000 and will 
produce clay for the government ceramic factory, which 
is now using British clay. 

The second investment, amounting to Rs 20,000, is for 
an asbestos factory with a total capital of Rs 2,400,000, 
which will produce 9,250 tons of asbestos materials per 
year for the construction industry. A reduction of import 
duties will be granted on the raw materials and machinery 
needed for the construction of the factory. 


A government investment of Rs 50,000 will also be 
made in a hardware manufacturing company with a total 
capital of Rs 500,000. The company will manufacture 
various types of hardware, such as bolts, nuts, rivets, 
screws, washers, and barbed wire, of which Rs 4.5 million 
worth is imported annually. The company will produce 
enough to replace 50 per cent of these imports. A re- 
duction of import duties on raw materials and machinery 
will also be granted to this company. 

Source: Ceylon Daily News, Colombo, Ceylon, Novem- 
ber 19, 1955. 


Japanese Reparations for Burma 


Japan has announced that it will build for Burma a 
giant hydroelectric power complex as part payment for 
World War II destruction suffered by Burma. 

Japan has also agreed to construct a cotton goods 
finishing plant, a model silk installation, and a variety 
of cottage industries for the Burmese Government, re- 
habilitate the war-ravaged port of Rangoon, and supply 
transportation machinery and equipment. 

The goods and services covered by these projects, 
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totaling an estimated $47,333,000, are included in the 

first list drawn up by the Governments of Burma and 

Japan to implement the $250,000,000 reparations agree- 

ment signed by the two countries in November 1954. 

Source: The Times of India, Bombay, India, Decem- 
ber 27, 1955. 


Thai Government Aid to Industries 


In order to make possible, at reasonably low costs, 
domestic output of certain essential articles that are now 
being imported but for which raw materials are available 
in Thailand, the Thai Government has drawn up projects 
designed to provide domestic industry with cheap power. 
In addition to the Yarn Hee Project, there are at present 
17 small-scale hydroelectric power schemes in various 
parts.of the country. 


The Bank for Industry is also to be reorganized into an 
effective organization that will provide long-term loans 
at low rates of interest to help industries. The Bank will 
seek foreign loans for government and private invest- 
ments in domestic industry. So far the Bank has already 
loaned 20 million baht. 


Source: The Bangkok Post, Bangkok, Thailand, Septem- 
ber 2, 1955. 


United States 


U.S. Balance of Payments 


The continued expansion of business activity both in 
the United States and in most foreign countries in the 
third quarter of 1955 was reflected in a rising trend in 
the value and volume of international transactions. At 
$5.3 billion, the outflow of U.S. funds.was $500 million 
greater than in the third quarter of 1954, while foreign 
expenditures were up $600 million to $4.75 billion. Thus, 
foreign acquisition of gold and U.S. dollar assets during 
the quarter through transactions with the United States, 
at $475 million, was smaller than the $600 million ac- 
quired a year earlier. The change in the foreign dollar 
position was more favorable, however, than is indicated 
by a comparison of the rise in dollar holdings, since for- 
eign receipts this year included less than $50 million of 
short-term and medium-term private credits, compared 
with $260 million a year earlier. Owing to rising U.S. 
interest rates, most of the excess of foreign dollar receipts 
in the third quarter of this year was invested in U.S. 
Government securities and other income-earning invest- 
ments. 

Excluding U.S. military expenditures abroad, and after 
seasonal adjustments, U.S. imports of goods and services 
in the third quarter amounted to $4.42 billion, or 4 per 
cent more than in the second quarter of 1953, the previous 
peak in domestic business activity. Merchandise imports 
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were about 15 per cent higher in value and about 17 per 
cent higher in volume than in the third quarter of 1954. 
Manufacturing production rose 134% per cent during the 
same period. Raw materials accounted for most of the 
import rise. Although still a small part of total U.S. 
imports, nonfood manufactures accounted for one fourth 
of the increase. This rise reflected not only higher in- 
comes in the United States, but also improvement in the 
productive capacities and capabilities of the industrial 
countries of Europe and of Japan. Larger U.S. imports 
came mostly from Europe, European dependencies, and 
some Far Eastern countries. 


Although U.S. imports have risen somewhat more than 
domestic business activity over the preceding year, sev- 
eral considerations point to further increases. For rubber, 
copper, and other raw materials, unit values in the third 
quarter were substantially lower than prices quoted in 
more recent months, and further rises in import unit 
values can, therefore, be anticipated. Domestic inventories 
of metals, rubber, and newsprint remain low relative to 
current utilization and third-quarter imports of these 
commodities were insufficient to. meet current demand. 
Coffee stocks are still low and a further rise in imports 
may be required. High consumer incomes may facilitate 
a continued expansion in imports of finished manufac- 
tures. 


U.S. merchandise exports, after seasonal adjustment, 
totaled $3.7 billion in the third quarter, the highest since 
the first quarter of 1952, the export peak following the 
outbreak of hostilities in Korea. The increase in exports 
was widespread, major declines occurring only in raw 
cotton, textiles, agricultural machinery, railroad equip- 
ment, and aircraft. Smaller shipments of nonferrous 
metals reflected domestic supply shortages. 


Although U.S. military expenditures abroad declined 
somewhat in the third quarter, the total for January- 
September was $2.1 billion, compared with $1.9 billion 
in the first nine months of 1954. For 1955 as a whole, 
thesé “expenditures will probably exceed those of any 
previous year. France was the largest recipient during 
January-September, followed by Japan, the United King- 
dom, Germany, Italy, and Canada. 


Government grants in the third quarter were about as 
large as a year earlier. Private capital outflow was 
smaller than during either the previous quarter or the 
corresponding 1954 period, largely owing to a repatriation 
of short-term capital invested abroad. The return flow 
was intensified early in the quarter by uncertainties about 
financial developments in the United Kingdom. Direct 
investment abroad in the first three quarters of 1955 
totaled $500 million, compared with $450 million a year 
earlier. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., December 1955. 


U.S. Agricultural Trade Restrictions 


The Conrractinc Parties to the GATT granted to the 
United States in March 1955 a waiver in connection with 
Section 22 of the U.S. Agricultural Adjustment Act, the 
terms of which conflict with the obligations of signatories 
of the GATT. The first annual report by the U.S. Govern- 
ment required by the waiver resolution was submitted 
in November. In introducing the report, the U.S. repre- 
sentative stated that since the waiver was granted the 
United States has not imposed any new restrictions or 
intensified any existing ones. Import controls have been 
removed for oats, barley, almonds, and filberts, and pro- 
posals for restrictions on tung oil and tung nuts are no 
longer being considered. The restrictions currently in 
effect cover import quotas on cotton, wheat, dairy prod- 
ucts, peanuts, and rye and its products, and special im- 
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port fees on flaxséed; incliding linseed oil and peanut'o 


The United States, it was stated, is engaged in a serious 
effort to attack the basic causes of the surplus problem. 
This effort has centered on lower price supports for nearly 
all of the commodities concerned and, for some of them, 
on the use of acreage allotments and marketing quotas 
For dairy 
produce, price supports, which had been 90 per cent of 
parity, are down to 76 per cent for the 1955-56 marketing 
year. Price supports have also dropped substantially for 
wheat, flaxseed, and rye. Acreage allotments and market- 
ing quotas have been applied to domestic production and 
marketing for wheat, cotton, and peanuts. Wheat acreage, 
at 55 million acres, is less than in 1953 by about 30 
per cent, and cotton acreage has been reduced by 32 per 
cent, to 17 million acres. 


designed to bring supply under control. 


For some products, methods of domestic disposal have 
been developed which have helped to reduce the size of 
surpluses. Nearly all the funds available under Section 32 
of the Agricultural Adjustment Act, which allots part of 
the customs revenue to disposal purposes, have been used 
to increase domestic consumption through school lunch 
programs and the like. In the fiscal year 1954, $189 
million was expended in this way, while $13 million was 
used for export subsidies. 


The surplus problem continues to be serious, though 
it seems more manageable than it did. By and large, cur- 
rent production has been brought into balance with cur- 
rent demand. The heaviest stocks are of wheat and cot- 
ton; for dairy products, the situation is considered to be 
much better. 


The U.S. Government believes that it is 
moving in the right direction; though restrictions may 
have to be maintained for a time, definite progress is 
being made toward a solution of the problem. 


Source: European Office of the United Nations, Press 
Release GATT/258, Geneva, Switzerland, No- 
vember 28, 1955. 





Latin America 
Bolivian-Chilean Commercial and Payments Agreements 


A new commercial agreement, signed by Chile and 
Bolivia on November 10, 1955, provides for the continu- 
ance, with a slight increase, of Bolivia’s current deliveries 
of automotive gasoline for consumption in northern Chile. 
Apart from gasoline, the larger part of the US$2.5 million 
worth of Bolivian products to be exported to Chile con- 
sists of minerals, mainly tin and lead. The list of Chilean 
commodities to be exported to Bolivia is considerably 
broader and includes a large proportion of manufactured 
articles. 

The payments agreement signed on the same date fol- 
lows the general pattern of similar agreements negotiated 
by Chile with other South American countries. 

Both the commercial and payments agreements are the 
outgrowth of the Chilean President’s visit to La Paz last 
August and follow the signing in October of a protocol 
to the Bolivian-Chilean Economic Complementation 
Treaty (see this News Survey, Vol. VIII, p. 212). 
Sources: La Nacién, La Paz, Bolivia, November 19. 

1955; Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., December 26, 
1955. 


Uruguayan Wool Exports in the Last Quarter of 1955 


Uruguayan wool sales have been at record levels since 
October 1, when the new clip year began. During the first 
six weeks of the new season, 70,000 bales of wool and 
20,000 bales of wool tops were declared for export. Dur- 
ing the last full week in November, 7,000 were declared 
for export and in each of the following two weeks, 
20,000, a figure which exceeded the declaration of any 
previous week, including the war years. 

The increase in export sales during the six-week period 
was reflected in an increase of more than 5 per cent in 
domestic wool prices. Higher prices in turn resulted in 
a decline in sales, and in mid-December foreign buyers 
were showing a reluctance to purchase at the higher 
values. 

One factor causing the expansion of sales may have 
been the knowledge that, as from January 1, 1956, the 
export bonus of Ur$0.21 per U.S. dollar established on 
September 15, 1955 was to be decreased to Ur$0.14 per 
dollar (see this News Survey, Vol. VIII, p. 187). 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., December 26, 1955. 


Other Countries 
Australian Government Loan 


The Australian Federal Treasurer announced recently 
that the Commonwealth Government cash loan of £A 30 
million which was issued in November 1955 was under- 
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subscribed by the public to the extent of £A 9 million. 
Total subscriptions, however, amounted to £A 28 million, 
because of a subscription of £A 7 million from the 
counterpart funds of International Bank loans. The No- 
vember loan was the first to be undersubscribed since 
December 1954, when a £A 50 million cash loan fell short 
by £A 13 million. Three other government loans during 
1955 were all oversubscribed. 

Sources: The Australian Financial Review, Sydney, Aus- 

tralia, November 10 and December 22, 1955. 


Issue of South African Bearer Securities 


Effective January 3, 1956, the Exchange Control Regu- 
lations of the Union of South Africa have been adapted 
to permit the issue of bearer securities to owners who are 
domiciled outside the sterling area. Registered shares 
owned by nonresidents of the sterling area may be ex- 
changed for bearer shares of the same kind, if a statement 
from an authorized foreign exchange dealer is submitted 
declaring that the shares to be exchanged were bought 
with the proceeds of U.S. dollars or Canadian dollars sold 
in South Africa. Registered shares which already carry 
such a statement are also permitted to be exchanged for 
bearer shares, as the new regulation has been made 
retroactive. The following corporations have been author- 
ized to issue bearer shares: Orange Free State Investment 
Trust, Ltd., Free State Geduld Mines, Ltd., President 
Brand Gold Mining Co., Ltd., and President Steyn Gold 
Mining Co., Ltd. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, De- 


cember 21, 1955. 


Fund Transactions 


The record of Fund transactions published in /nterna- 
tional Financial Statistics, January 1956, shows that in 
October 1955 Iran purchased U.S. dollars from the Fund 
in the amount of $8.7 million, and that the stand-by 
arrangement with Mexico which had been made in April 
1954 was terminated on October 16, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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